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TAGS EFIN AID IMF 

SUB J : REQUEST FOR IDB LOAN FOR FOGAIN 
REF: AID AC A UNN AUG. 31/74 

1. MEXICAN GOVERNMENT COMMITTED TO EXPANSION OF CREDIT TO 
SMALL AND MEDIUM BUSINESS IN CONTEXT OF TIGHT CREDIT POLICY. 

THIS ONE OF POINTS MENTIONED IN PRESIDENT'S ANNUAL INFORME. (SEE 
OUR A-431). PROPOSED LOAN WOULD UNDOUBTEDLY BE USED AS ONE 
MEANS TO IMPLEMENT THIS PROGRAM. 

2. AS FOGAIN IS AN INSTRUMENT OF NACIONAL FINANCIERA (NAFINSA) 

IT WOULD HAVE ACCESS TO OTHER SOURCES OF FUNDING. THESE COULD 

BE THROUGH NAFINSA'S FOREIGN-CURRENCY BORROWINGS ON INTERNATIONAL 
CAPITAL MARKETS OR IN THE FORM OF PESO-DENOMINATED INSTRUMENTS. 
NAFINSA IS STILLABLE TO RAISE MONEY IN EURO-DOLLAR MARKET, 

THOUGH THIS IS BECOMING MORE DIFFICULT. LIKEWISE. RAISING FUNDS 
IN PESO-DENOMINATED INSTRUMENTS FROM FOREIGN AND DOMESTIC 
SOURCES IS MORE DIFFICULT BECAUSE OF THE INCREASE IN INTEREST 
RATES IN FOREIGN FINANCIAL CENTERS. IN LIGHT OF DIFFICULTIES 
IN RAISING FUNDS DUE IN PART TO INTEREST RATE LEVELS, IT 
WOULD SEEM APPROPRIATE TO REVIEW THE INTEREST RATES CHARGED 
BY FOGAIN TO THE FINAL BORROWERS AND SUGGEST THAT HIGHER RATES 
WOULD ENABLE FOGAIN TO OBTAIN VIA NAFINSA RESOURCES FROM 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 02 MEXICO 08089 250145Z 

DOMESTIC AND FOREIGN SOURCES. THE INTEREST RATES CHARGED BY 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 

FOGAIN ARE LOW RELATIVE TO NORMAL PESO BORROWING RATES - ABOUT 
15 PERCENT, AND NEGATIVE IN TERMS OF THE CURRENT RATE OF 
INFLATION, WHICH SHOULD EXCEED 15 PERCENT OVER THE COURSE OF 
1974. 

3. BELIEVE FINAL JUDGMENT ON LOAN SHOULD BE MADE IN CONTEXT OF 
GOM REACTION TO ABOVE AND OF ANSWERS TO QUESTIONS POSED IN 
PARA. 15 OF SUMMARY. 

JOVA 
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